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m p l o y r r  Xdentificatioa Humbarr *************  
Ponr. ;:ursber r 1120 ' 

Tol: P0ar8: **  N farnard 

bear Applicant : 

'Ibis i a  a f i n a l  dverso ruling as to your -t s ta tus  under r o c t i o a  
501(c)(6) of the I o t o d  Retedue Code. . 

Our advaroe mlins was d a  lor cha f o l l d n g  reaaon(s)t 

You ara oporated prhrg ly  .for the benefit of yaw d a r n ,  r&thar 
- 

than exclusively for t h e  propotio3 of -cia1 welfare, becauna p a  no7 
provide cx te r fo r  nroinranance of p r iva te  reoidences. . . 

Pou are required to' f i l e  federal inc~the tax re tu rns  on t h e  abve  Corn* 
Based on the  f i n a n c i a l  infomancioa yon fumish@d, i t  appoars that returna 
ahould be f i l e d  f o r  tlae years shown above. Tbeec,Paturna 6hwlZ be filed 
v i t b  your kty Vis t r fc r  Director for o r m p t  orz&rcion uattero within 30 
days from tho data of this  l e t t e r  unless a reqwet for an extcnoion of 
ti* is granted. Exiturn8 for su~saquenr tax year8 ohould be f f l e d  with the 
appropriate newice  center  indicated i n  +he i a s t ~ ~ m r a  fo r  thora mtorns. 

If you have any queetfom, please contact the person uhoae nsrae and 
telephone number are sbowa i n  the  heading of C b i ~  Xeteer. 

Thank you for your cooperatiou. 

SLnccsoly yosr*, 

** ** *****  
Chief, Kxc.cpt Qryanisationo 
T schnical t r m c h  

- RECEIVED 
saltinore 

KO Group 3tc. 15 I377 

~lst:,a firecm' 01 Internal Revenue 
CHIEF. TECHNICAL STAF6 
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Your income is from member assessaents, intereat  ah& l a t e  charges. 
~xpenditures are for naintenance of the  comon area, snow removal, 
management f ee ,  u t i l i t i e s ,  insurance, prof 5ss ionaf  f e e s ,  repairs, of f  i c e  
s u p p l i e s ,  incone tax and capital  replacerneats - 
S e c t i o t ~  501(c) ( 4 )  of rhe Code  provides f o r  the  recognition of exemption of 
c i v i c  l eagues  o r  organizations not clrgsnizrd for p r o f i t ,  but operated 
exclusively f o r  the p r o m t i o n  of rocLal vzllare. 

sectiaa I. 5 0 1 ! c )  ( 4 )  -1 {aj ( 2 )  (1) "f t h e  income t ax  regula t ions  provides Chat 
an o r g a n i z a t i o r t  is opsrate3 e x c l u s i v e l y  for t h e  pramot ion cf s c c i a l  
 elfa are if ic is p r i n a r i l y  enuageci in promoting in SOD-P tray the coEmcn 
gmd and the general welfare  of :he peopla of t h e  community. An 
organizaticn enbraced q i t h i n  t h i s  sec%xss is cnc ~:h ic t  is operated f c r  t h e  
purpcse of bringing a b ~ u t  c i v i c  b e t  ternen t s  and s c c i a k  improvenents. 

Revmue Xuling 69-280. ~ublished In l a t e r n 3 1  Hevenue Cumulstive Bulletin 
1964-1, pags 152 noles that  a ncn-prcf i t  c o r p o r a r i s n  fchrmed for t h e  
purpose of providing specified services t c r  t h e  homeowners in a hzusing 
development is cot  e..~eagt a s  a 501 ( c j  !4 )  s ~ c i a l  w e i f  ara 9 r J a n i z a t i o n .  A 
perchaser of a unit i n  che housing d e v s l o p ~ e n t  was required to become a 
~ ~ e ~ b e r .  The c r g a r l i = a t i 3 n  ?as  supp2rtad  entirely 3 y  annual dues chargad 
menbers. It Has $etsrainccI t ha t  the cr j3o in3 t i c i i  was 3e t ro rming  s e r s i c e s  
1h3t i t s  mcnbers \ r ~ u l 5  ct%erwisc haca t o  proylde f o r  t h e n s e l v e s  2nd t h a t  
the organization vas operzted p r i n 3 r i l y  fc r  t h e  p r i v a t e  b e n e f i t  of 
menberc. 

Kzvanue R u l i i i y  72-102, 1?72-1 C.9., sage 14'3, s t a t c s  char  a non-;rcf:t 
c r g z n l z a t i o n  fern.:* t o  preserst rbk sppearanca cf a housing de- .7elcp~ent  
and tc maintslt z t r e e t s ,  s:de*?alks, ant! canaon srzas for us6 sf t h e  
r e s i d e n t s  i s  eveingt u:~ci%r section 54'1 ! c )  (41 s-f rbe  Code. Ilem5srzhip i s  
required of 32.1 OWPECS of real property i n  t h e  development, aad 
assessments 3re l e 7 i e d  to support the organization's a c t i v i t i e s .  I? F a s  
held that by nai-ntaiaing t h e  property ncx!nally aa in ta ined  by a municipal 
gcvernmant , ?he organization s e r ~ e d  the coaaon g c @ d  a:td general uel iare of 
t h e  peo~le of f : h ~  cow~uniry.  
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Revenue Ruling 74-99, 1974-i C .B. , pzge 131, m o d i f i e d  Reveoue Ruling 
72-192 by stating guidelines under vbich a homeoxnet's association could 
q u s l i f y  f 21 sxenption under s e c t i o n  501(2) !4 )  af t h a  C3de. These 
guide l ines  are: 

1. T h e  o~ganization m u s t  s e r v i c e  a. " c ~ r n m u n i t y "  wh ich  bsars a 
reasonable, recagnizable r e - l a t i o o s h i p  t o  an area o r d i n a r i l y  
i d e n t i f i e d  a s  a gcvernnenta l  i l n i c .  

2- Iz lausi oct ccr,?uct at:i~i.ties d i r e c t e d  t o  the e x t e r i o r  
aaint elance 3f p c i v a t e  residenc9s; and 

3 ,  The camaon areas ar facilities aust be f o r  t h e  use and 
e n 3 c y ~ e a t  cf the general p u b l i c .  

T h i s  r u l i n p  stzr-ss t ~ a t  a corcauni tg .  xrithin the  meaning o f  s e c t i m  
501!cj ( 4 )  of t h e  coda and t h "  r e g u l a t i o n s .  "... is not simply an  
a g g r e g i t i o n  of h c ~ e o v r i e r s  bound t3grrher rn a structured unit tormed a s  en 
i n t e g r a l  pzr t  of z ~ i a n  f a -  t 3 e  de-r2icpment of 5 r.221 s s t a t c  s u b d i ~ i c i o r r  
acd t h e  s a i =  and p u r c h 5 . s ~  of fioizes r i ;ere ia ,"  

Ycbr s s s o c i z t i c a  cznducts a c t i ~ i t i e s  dirscted tc the  ex t e r i o r  aaiatenancz 
of p r i v a t z  rasidences. You a r e  sperat lng t o r  t h e  p r i v a t e  bar ief i :  of 
m e ~ b s r s .  i.2. l z ~ t  cl,rn<rs, an5  not fcr t h e  b e n e f i t  of t h s  genera l  u s l f a + k  
rjf t h ~  peop lz  o5 thc  c o ~ a u i l i t y .  

Tber5for3. you i~ not  qual i fy  lor  exemption f x o n  F e d e r a l  znccae La:< 2s an 
o,rganizt t iaa  d f s c r i b e d  ir, section 50 i i c )  (4) ct thc; Code. 

U n t i l  ycu 8 a - ~ e  e s t a b l i s h e d  aa exempt s t a t u s .  yo:r are act r e l i e v e s  3f = h e  
r e q c t i r e w a t  for  f i i i a g  F e d e r a l  income tax r e t u r n s .  

YQur attsntio~ is called t c ;  section 528 of  the  I n t e r n a l  Revenue Crjde ;.hich 
w a s  sdded by t h e  Tax Reforni A c t  of 1976. This secti~n p r m i d e s  t h a t .  in 
ccrtain circumstancas, a ncn-exempt Lomeoxners a s s o c i a t i o n  ~ s p  e l e c t  not 
t o  be tax& on i t s  "e:r.enpt f u n c t i o n  ii\comi." ~rghich incluties wemCership 
dues, f 2 e s  o r  asscssncats from owners  3f r e a l  property. The electior? i s  
mad2 by f i l i n g  Fcrm 11258. If you det3rnine that your organization 
q u a l i f i e s  undsr seetico 5 2 8 ,  you aay tisd i t  b e n e f i c i a l  t o  make this 
e l f ~ t i c n .  




